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SUBJECT: Court Ordered Fines, Fees and Costs/Change O fset Priority

SUMVARY

Under this bill, any incone tax refunds and lottery w nnings woul d be of fset

agai nst any court-ordered debts before any debt owed a state agency, except child
support and overpai d unenpl oynent benefits would still take precedence.

EFFECTI VE DATE

This bill would be effective and operative on January 1, 1999.

PROGRAM HI STORY/ BACKGROUND

Under the Governnent Code, the Controller has the authority to offset any debts a
person or entity owes the state agai nst any anounts that the state owes the
person or entity. Additionally, the Controller has the authority to offset
certain specified debts a person or entity owes a city or county agai nst any
anounts that the state owes the person or entity.

The Controller, as required by law, in conjunction with the Franchi se Tax Board
(FTB), devel oped an offset programto provide for multiple offsets for the sane
debtor with specified and adjustable priorities. FTB adm nisters and operates
this automated of fset program which offsets incone tax refunds and lottery

wi nni ngs, for the Controller. To participate in the program the governnenta
agency responsible for collection of the debt nmust file with the Controller’s
office a request to participate. Once participation is approved, the
governnment al agency submts a list of its debts, by type of debt when necessary
for purposes of the offset hierarchy. FTB assigns that agency and debt type an
identifying code, which is recognized in the offset hierarchy process. 1In the
event a person or entity owes multiple debts, debts subject to offset generally
are prioritized, by law, as follows:

Child and fam |y support, including that support owed the state;
Certain overpaid unenpl oynent benefits; and
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O her debts in the priority determined by the Controller, which is as foll ows:

All other state debts, with the greatest liability having first priority;
Certain county/city debts;

Certain debts of community coll eges and educational institutions; and

I nternal Revenue Servi ce.

PwnE

For fiscal year 1996-97, approximately $17 mllion was offset to state debts that
were other than child support or overpaid unenpl oynent benefits. Currently,
cities/counties are not required to submt or identify court-ordered debts
separate and apart fromother of their debts subject to offset.

SPECI FI C FI NDI NGS

Currently, in the event a person or entity owes an anount to both the state and
the city/county, offsets are applied first against the state debt, then the
city/county debt. By law, the city/county debts that are subject to offset,

i nclude the foll owi ng amounts:

Amount s reduced to judgnent;

Anmounts contained in a order of a court;

Amounts from a bench warrant for paynent of any fine, penalty or assessnent;
Del i nquent unsecured property taxes on which a certificate of |lien has been
fil ed,

Certain court-ordered rei mbursenent for court-related services and unpaid
vehicle parking related fines, penalties and assessnents.

Under this bill, in the event the person owes nmultiple debts, court-ordered debts
woul d be offset before a state debt that is other than child support or overpaid
unenpl oynent benefits. The other city/county debts subject to offset would
continue in their sanme place in the priority hierarchy.

| npl enent ati on Consi derati ons

To receive this new priority, the city/county woul d have to request an
identification code solely for court-ordered debts. It is presuned that the
debts described in this bill (unpaid fines, fees, and costs for which a
court of conpetent jurisdiction has ordered paynent) would be referred to
FTB by a county because they are court-ordered. But that is unclear because
the debts are not described in the same manner as descri bed under Sections
12419.8 and 12419. 10 of the Governnent Code, which allow for cities and
counties to participate in the program For exanple, it is unclear when a
state or city agency litigates a civil matter and receives a judgnent, which
i ncludes fines, fees and costs, whether that judgnent and ot her anounts
could be referred by the state or city and receive the priority set forth in
this bill. To avoid confusion for the entities submtting offset requests,
and consequently FTB staff, perhaps the court-ordered debts could be nore
clearly defined. Upon request of the author, FTB staff is available to
provi de techni cal assistance.
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FI SCAL | MPACT

Departnmental Costs

This bill would not significantly inpact the departnment’s costs.

Tax Revenue Esti mate

This bill would not inpact tax revenue or significantly inpact FTB s non-tax
col l ection prograns.

BOARD POSI TI ON

Pendi ng.



